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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN
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Honorable Ceo, ¥. Sheprerd
Comptroller of Tublic Agaoounts
Auastlin, Texas

Dear S3ir: Opinica No, 0-45658
Re: What property, if Any
Produstion Credit

¥We have received and eym
an opinion from thie department., /&

LT “ 84 %o this department

as te whether a Produotidn Asadgiation organised

g it to ad velorem taxes,
: I? so, what portion of its gzeéta I3 audbject to the ad
! valorem tax? Is 1pe physiocal proqerties, such as office
fixtures, other g propenrtisel ownsd cuiright dy the -
Asspaiation or xsgets that atne thxahle? Is its tazable -
: State or National Bank?*

| apser \IV of Cheptde 7 of Title 12, U,S.C.A.
provides for the esthblilpme okoduetion Oredit Corporations

Production \Qredlt Corpiration to subseribe and pay ror Class A
stock in eash Produpgtion Oredit Asscoiation located in the dis~
trist served by eypch corporation iy an smount sufflolient to
maintain the amount of Class A stock held by it and other holders
of Class A stock egqual, as nsarly as may bde, to tweniy per ceatum
of the wolume of loang meade Or t¢ bo male by said asscoliation.
That statute further provides that the Froducstion Credit Corpora-
tion may at any time require the assoeiation to retire and ocancel
stoox held by the corporasion in such assosiavion, if in ihe Judg~
ment of ths corporstion the association haa rasourses available

thereTors
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Section 11314, of Title 12, U.%.C.A,, provides
for the organizatien of Production Credit Assocoiations.

Section 1ll3le, of said Title 12, V,5.C.A.,
relating to the capital stoek of Froduetlion Credit iseoeia-
tioue, provides as follows:

"The mtoek of such as=pociations shell be divided
into shares of §5 each; and there shall be two olasses
of such stoak: (1) Class A stoek whieh ie to be held
by Production Credit Corporations, and which may be pur-
chased and held by investors, and (2) class B stock
which may be purehased only by farmer borrowers from
the ssscoiation and individuals eligible to become dorrowers.
Class B stoek only shall be entitled to voting rights but
each holder of such stoek shall be entitled to no more than
one vote, No olass B stock, or any interest therein or
right to receive dividends thereon, shall be transfsrred
by set of parties or oparation of law except to another
faruer borrower or an individual eligible to bhecome a
borrower, and then only with the approval of the dirceters
of the assooisation, RNach holder of elass B stoek, within
two years after he has csasel to be a borrower, shall
exchange such class B stook at the falr book value (not
to exgoed par) thereof, as determined by the asscolstion,
for e¢lass A stoek, All stook shall share in dividend
diatributions without preference, but the directors of
the association mey, in their diserstion, apply the amount
of eny 4ividend payabls to & helder of olass B stock to
any indebtedness of suoh holder t0 the assoocistion. Classe
A stock shall be ypreferred as to assets of the assosiation

upen ligutdation. . . ."

Seotion 1l3lg, of Title 12, U.S.C.A., provides that
eaeh Production Credit As=zooiation shall, under such rulss and
regulations as may be prescribed by the Production Credit Cer~
poration of the district with approval of the Covernor of ihe
Farm Credit idministration, invest its funds and make loans to
farmers for general agricultural purposss in the aanner therein

pr071d.dc

Seetion 1l3lgg, of Title 12, U,S5.C.A., provides that
under certain conditions the Production Credit Association is
authorized and eapowered to make loans to farmers for the purpose
of enabling them to meake home alterations, repairs, and improve-
ments, and to sell, dlscount, assign, or otherwise dispcae of
any loans made by them in the manner provided therein,



L
‘;:-ﬁ Feld

Ronorable Geo. H, Sheppard, page 3

Subehapter VI, of Chapter 7 of Title 12, U.3.C.A.,
i{s entitled: “PROVISICHRS COMMON TO FRODUCTION CRFDIT CORPORA-
PIONS, FRODUCTION CRIDIT ASSOCIATIONS, REGIONAL AND CENTRAL
BANES F(R COCFERATIV:S.™ Section 1138¢, of said Subchapter VI,
provides as fallows:

*The Central Bank far Cooperatives, and the Produc-
tion Credit Corporations, Production Credit Asscociations,
and Banks for Cooperatives, organized under this chapter,
and their obligations, shall bde desmed to be instrumentali~
ties of the United States, and as such, any and all notes,
debentures, bonds, and other such obligations issued by
such banke, associations, or corporations shall be exempt
both as to prinocipal and interest from all taxation {exoept
sur taxes, estate, inheritance, and gift taxes) now or hare-
after imposed by the United States or by any State, Terri-
torial, or loecal taxing authority. 8Such banks, assosiations,
and eorporations, their property, their rrnnehiuol. eapital,
reserves, surplus, and other funds, and their income, shall
be exempt from all taxation now or hereafter impossd by the
United Stetes or by any State, Territorial, or local taxing

authority; except that any real property and tangible
ersonal property of such Danks, sssoclatlons, &HG OOTpOra-
EIans aEEEI Ea cuE!ocE o Federal gfafo Territoriasl, and
Jocal texation to ® same extenty as OGher simllar groEarfz
a

Ts taxed, The exemption provided herein s nov a
: sscclation or ii

[
Toperty Or incdme er the stock hel Dy _the Pro-
guc%!on Cradlt Corporation HAS BeGh TELIred, « «
(Thdersecring oura!

We think that it is clear that Sestion 1138¢, quoted
above, oclearly answers your questiong, and that none of the propsrtiy
nor assets of a Produotion Credit Assocoiation are subjeot to the
taxing power of this State except “that any real property and any
tangible personal property of such , . ., sssooiations, . . , and
corporations shall be subject to Federal, State, Territorial and
local taxation to the same extent as other asimilar properiy taxed
« « o We 40 believe, however, in view of the last senteansce of
ssid Seotion 11380, quoted above, that the Gongress has, either
expressly or by implicatioan, authorized the properties of a :
Production Credit Associmtion to be taxed the same as other property
subjeot to the jurisdiction of the taxing power of the State of
Texas after the stock held in it by the Froduotion Credit Corpora-
tion hms been retired,
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Since there are no spesifio faots presented to us
by you in your inquiry, we trust that the foregoling fully
answere the questions submitted bY you.

Youre very truly
ATYORKEY GNERAL OF TEIAS

M m.@@mﬂ@«/

By
Harold KeCraaken
Assistant

HhoC : AMM
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